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When this state of affairs was realized, a truce was declared and negotiations were begun for a friendly settlement of the controversy. The result was a compromise between Senator Clark and the Union Pacific by virtue of which they agreed to sell to each other a half-interest in their respective properties and rights, and to form a new company for the completion of the road, which was to be called the San Pedro, Los Angeles & Salt Lake Railway. Under this agreement, which was dated July 9, 1902, the road was built and the Union Pacific acquired one half of its capital stock with joint control over its management.1
Hardly had this struggle ended when Mr. Harri-man became involved in another contest which threatened, at one time, to deprive him of the management, if not the control, of the whole Southern Pacific system. In pursuance of a well-considered and settled policy, he had been putting all the earnings of the Southern Pacific into betterments, instead of into dividends, with the intention of so improving and upbuilding the road as to increase its usefulness as well as its earning capacity. This policy created dissatisfaction among some of the shortsighted holders of the company's shares, and in the
1 See Hearings before the Interstate Commerce Commission in the matter of "Combination and Consolidation of Carriers," pp. 137-38, and Millar exhibits 52 and 53.